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SUBJECT :PANAMA CANAL TREATY NEGOTIATIONS: COMPENSATION 
THRESHOLD AGREEMENT DRAFT 

FOR RICHARD WYROUG; SENIOR U.S. TREATY AFFAIRS ADVISER 

FOLLOWING IS TEXT OF OPERATIVE PARAGRAPHS OF DRAFT THRESHOLD 
AGREEMENT ON COMPENSATION BASED UPON POSITION PAPER AGREED 
AT SUPPORT GROUP MEETING AM DECEMBER 11. 

A. THE REPUBLIC OF PANAMA WILL RECEIVE AN ANNUAL 
SUM FOR THE LIFE OF THE TREATY. THE AMOUNT OF THE ANNUITY 
WILL BE DETERMINED ON THE BASIS OF U.S. $0.35 PER PANAMA 
CANAL TON TRANSITING THE CANAL PER YEAR. IN THE EVENT 
THERE IS A CHANGE IN THE MEASUREMENT RULES FROM PANAMA 
CANAL NET TON TO ANOTHER. E.G. UNIVERSAL MEASUREMENT 
SYSTEM GROSS TONNAGE, AN APPROPRIATE ADJUSTMENT WOULD 
BE MADE IH THE AMOUNT PAID PER TON TO ACHIEVE THE SAME 
LEVEL OF COMPENSATION. THE ANNUITY WILL BE MEASURED 
BEGINNIHG WITH THE DAY IN WHICH THE NEW TREATY ENTERS 
INTO FORCE. 
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B. A FUND WILL BE CREATED TO ASSIST PANAMA IN THE 
TRANSFER OF JURISDICTION, ASSIMILATION, RESTRUCTURING AND 
RELOCATION OF FACILITIES AND LANDS CURRENTLY WITHIN THE 

CANAL ZONE. THE FUND WILL BE MAINTAINED FOR A PERIOD 
BEGINNING WITH THE ENTRY INTO FORCE OF THE TREATY AND NOT 
TO EXCEED THREE YEARS. 

C. A MILITARY ASSISTANCE FUND WILL BE CREATED TO 
PROVIDE FINANCING FOR THE MILITARY MATERIEL AND TRAINING 
REQUIRED BY THE ARMED FORCES OF PANAMA TO PERMIT IT ADE- 
QUATELY TO CARRY OUT ITS ROLE IN THE DEFENSE OF THE CANAL. 
THE FUND WILL BE ESTABLISHED INITIALLY AT ONE MILLION DOL- 
LARS AND WILL BE SUBJECT TO PERIODIC REVIEW BY THE GOV- 
ERNMENTS OF THE U.S. AND PANAMA. 

D. IN THE EVENT THE CANAL IS CLOSED OR ITS CAPACITY 

TO ACCOMMODATE THE TRANSIT OF VESSELS IS IMPAIRED FOR MORE 
THAN 60 CONSECUTIVE DAYS FOR ANY REASON OUTSIDE THE CON- 
TROL OF THE GOVERNMENT OF THE REPUBLIC OF PANAMA, PANAMA 
WILL RECEIVE 3 MILLION DOLLARS FOR THE QUARTER IN WHICH 
SUCH A CLOSING OR IMPAIRMENT OCCURS, PLUS 3 MILLION DOLLARS 
FOR EACH OF THE NEXT SEVEN SUCCEEDING QUARTERS IN WHICH 
THAT CONDITION PERSISTS, UNLESS BY VIRTUE OF RESUMPTION 
OF TRAFFIC THE PAYMENT TO WHICH PANAMA WOULD BE ENTITLED 
BY THE TERMS OF PARAGRAPH A ABOVE IS GREATER. 

E. IN THE EVENT THE CANAL IS CLOSED OR ITS CAPACITY 

TO ACCOMMODATE THE TRANSIT OF VESSELS IS IMPAIRED, PAN- 
AMA WILL SHARE IN THE COSTS OF REOPENING THE CANAL. PANA- 
MA'S SHARE OF THE EXPENSE WILL COME FROM FUTURE ANNUITY 
PAYMENTS IN ACCORDANCE WITH A FORMULA TO BE AGREED UPON 
IN THE TREATY. 

F. THE NET REVENUES WHICH PANAMA WILL OBTAIN BY 
VIRTUE OF ITS OPERATION OF FACILITIES AND ACTIVITIES TO 

BE TRANSFERRED FROM U.S. GOVERNMENT CONTROL WILL BE CON- 
SIDERED AS A PORTION OF THE TOTAL COMPENSATION TO PANAMA. 

PRECEDING IS FOR USE AND INFORMATION OF SUPPORT GROUP AND 
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